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Chapter 5
APPROACHES TO CONSIDER

Introductlon The State/Federal SystemHealth care delivery is
influenced by a complex overlay of federal and state
, L _ laws, tax policy, and spending policies. Many fed-
In this chapter, the commission outlines a numbeg, 5| |aws and budgetary policies constrain what
of different approaches to stabilize overall health Ca&l'®1aine. or any state, can do. For instance, the federal
gosts and improve value within the health care deEmponee Retirement Income Security Act of 1974
livery system. - They are based on our analysis Ofgg|sa) governs all employee health plans estab-
the cost profile of Maine’s health care expendlturesﬁshed by private-sector employers, or by employee
in addition to input received, and were selected fro”brganizations such as unions. FEurthermore. it su-
many ideas tha.lt'we considered. Theyrerec- o sedes many state health care initiatives such as
ommendations: indeed, some of them do not havgy,over insurance mandates and some types of
the unanimous support of the commission membersy,naged care plan standards. In addition, Medicare
They represent those approaches the commissiQlhonding, estimated to be about 20 percent of the
found most worthy of further analysis. total health care spending in Maine, is governed en-
o ] _ tirely by the federal Health Care Finance Adminis-
The commission also asks rfeaders to keep in Mingyiion * Finally, while Medicaid is largely a state-
several other considerations: run program, it receives two-thirds of its funding
) from the federal government, and has strict and com-
The approaches have the potential to help stabjse, restraints on access to federal funds.
lize costs over the long term, but some require an
up-front investment; o Employer-Based SystemEmployers began provid-
 The approaches are described in concept, not ig heajth care insurance to their employees as a re-
detail; ) .. sult of wage caps imposed by the federal govern-
Each approach requires much more analysis priqfent quring World War 1. Today, employers are
to implementation; and o _ profoundly involved in providing health care insur-
: State governmentlnvolvementln |mplen_1ent|ngtheance, and many workers have come to expect and
ideas will depend upon budgetary constraints, changz,y, o such benefits. Further, ERISA constrains state
ing federal policy, and other compatible initiatives. policy that might encourage movement away from
. . the employer-based system.
Policy Constraints

Ambiguous Role of “Government;” Government’s
In the course of our work, we came across a numbeole in health care is not transparent. Unlike public
of factors that serve as barriers, or at least constraintgducation, for example, we are not deliberate about
to potentially effective approaches. In many respectsaxing citizens to provide funding for universal health
those constraints served as boundaries within whicbare. Rather, we require the disadvantaged to be
we confined our approaches. served through deeply entrenched, piecemeal gov-
ernment mandates, many of which promote cost
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shifting and uneven distribution of the financial bur-deal of legislative activity was focused on that issue.

den. Thus we concluded that the state is paying adequate
attention to the issue, and that there was probably

Cultural Norms and Values: As Americans, we little it could add.

expect exceptional health care delivered by the best

doctors and best technology in the world. We aré&inally, there were a number of suggestions regard-

generally unwilling to accept less than that when @ng purchasing alliances, the forming of large groups

loved one is in need. That cultural expectation stiflesf people capable of negotiating volume discounts.

our ability to consider rationing care. There is evidence to suggest that such alliances have
had only limited success in other states, and that the

Because of those and related constraints, the coratate could not form a large enough pool to make a

mission did not pursue certain options, notwithstandsubstantial difference. In addition, a legislative com-

ing their appeal. mittee and other groups are currently exploring the
feasibility of alliances. None-the-less, we have in-

For example, many testified that a universal healttroduced a modified version (see Approach 10b).

care program represented the ultimate solution to

providing cost-effective, quality health care. Sug-Policy Guidelines

gestions ranged from a “nationalized” single payer/

provider system to a single payment program.  Exthe commission feels that to stabilize health care
cept for a modest adaptation of that concept (S&gsts over the long run Maine’s policymakers should
Ap_proach 10c), the commission concluded that ggree on a common set of guidelines for future policy
universal health care program was beyond the cgeyelopment. Doing so would ensure that policies
pacity of an individual state, requiring federal ac-are not in conflict with each other, and that all ap-
tion. proaches are at least moving us in a common direc-

_ _ tion—toward cost stabilization. The commission
Some advocated for comprehensive community rayges that all health-care policies consider the fol-

ing, which requires insurance companies to applyswing guidelines, which are presented in no par-
similar rates to large groups of people, regardless f1ar order.

varying characteristics within the group. Although
Maine currently has limited community rating, the pyomote Informed Choice
commission concluded that expanding its scope

might drive even more insurance companies froniy the absence of a system of health care in which
the state—and contribute to rising health insurancgeither regulation or the free market is successfully
costs. stabilizing costs, we suggest a third way: informed
_ choice. The notion rests on the premise that more
A related concept put forward is known as “pay Ofcomplete information invariably results in better

play,” under which all Maine employers would be chojces and better decisions by consumers, provid-
required to provide health insurance coverage fogrs and policymakers.

their employees, or to pay a tax that would allow the

state to provide coverage. Federal preemption, coly consumers knew how much every procedure cost,
cerns about further erosion in the private insurancge price of every prescription, every test, every
market, and concern about negative impacts on eCcgherapy, it would affect the health care choices they
nomic development caused the commission t0 NGhade, even if it did not change their own out-of-

pursue that approach. pocket contributions. In other words, total transpar-

ency and full reporting of health care costs would

The commission was very aware and sensitive t0 the,ye g significant cost-stabilizing effect over the long
impact of rising pharmaceutical costs on all Maing, ;.

residents, particularly on the elderly and uninsured.
Concurrent to the commission’s deliberations, a gregt providers knew the cost of every procedure and
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drug they prescribed, or how their treatments comwhat level of access we can afford.

pared to those of other providers, or if they were

more aware of risks and benefits of certain proceEncourage Personal Responsibility

dures, that knowledge might have an effect on the

choices they make. Assuming greater individual responsibility for per-
sonal health would result in better understanding of

Further, full reporting of utilization rates, health out-the risk factors and health outcomes of certain be-

comes, and health status by region and demographiaviors. It would mean better understanding of treat-

factors would greatly assist policymakers in determent options, as well as and making health decisions

mining where to direct scarce resources. in collaboration with medical care professionals. It
would mean taking responsibility for personal medi-

Thus future policies should not further shield con-cal records, and making them available to health care

sumers and policymakers from knowing actual costprofessionals when needed. It would also mean tak-

of specific procedures, but should move toward toing steps to provide financially for unforeseen trag-

tal transparency and full reporting. edies.

Target Prevention Future policies should encourage people to take
greater responsibility for their personal health and
Poor health drives health care costs. To stabilize codtealth care, and should not encourage unreasonable
over the long run, we must invest in preventing pooshifting of responsibilities.
health. Short-term investment in prevention will
return better health and lower health care costs iDiscourage Cost Shifting
the long term.
Some cost shifting is legitimate and perfectly ap-
Prevention investment should be targeted towardgsropriate. At its best, it recognizes that although not
those populations where it will have the largest efeveryone has the same ability to pay, no one should
fect on future health care costs: among children ango without health care. Indeed, insurance itself is a
poor adults. And public health efforts should beform of cost shifting in which most of us voluntarily
delivered at the community level. participate.

Collaborate for Mutual Gain But health care cost shifting has evolved to a point
of unreasonable complexity and unfairness. Despite
The Maine health care market is too small, its serits aim to provide basic health care to all, it lacks a
vices too costly, and health care itself too precioudeliberate, equitable means to cover its costs. As a
for us not to collaborate to provide the highest qualeonsequence, some people pay far more for services
ity, most cost-effective services possible. than those services cost, while others pay less than
actual costs. In other words, charges for services
Collaboration for mutual gain might take the formoften have little relationship to the actual costs of
of consolidating facilities and other aspects of serproviding them.
vice delivery; pooling groups of people to purchase
insurance, health care services, and pharmaceuticalhe system is complex, frustrating, and unfair. From
consolidating the processing of claims and billing;a policy perspective, it is very difficult to determine
sharing information; and collaborating with otherwhere to direct efforts to stabilize costs, because
states. actual costs, un-shifted, are often not discernable.
Future policies should discourage cost shifting and
Future policies should move in the direction of in-move toward a more honest system of redistribution
creased collaboration, not toward proliferation ofof health care dollars among various classes of
duplicative services. While collaboration may atpeople.
times reduce access, as a state we need to ponder
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Approaches 1. Encourage Healthy Communities

We have tried to provide enough information on eacA\pproach

of the approaches below to judge its usefulness and

feasibility, but we have not delved into the details oPromote the Healthy Communities approach, which
implementation, thinking that best left to others.has the following characteristics:

While the long-term cost impact of each approach ig. Focus on the total community: Involve private
discussed in general terms, we have not done ajtizens, nongovernmental organizations, govern-
modeling or forecasting of long-term savings or rement, business, and health care providers in consid-
turn on investment. Precise cost estimates are neting local social, economic, geographic, and politi-
provided: neither are specific funding sources. And¢al factors relevant to health.

for the most part, specific implementing organizab. Integrate several systems: The formal and in-

tions or agencies are not identified. They are not préormal community systems that contribute to
sented in priority order. “healthy communities” include: education, learning,

and skill building; safe and adequate housing; recre-
ation and culture; public safety; youth mentors;
Health Status voluntarism; the workplace; wages; family; non-
profit organizations; health promotion and preven-
on services; the faith community; the media; and
overnment.
Institutionalization: Identify and empower a lo-

Of all the approaches the commission is proposingg
none are more importaover the long run than strat-

egies aimed at improving the health status of Maine’§ | entity | h it that i ¢
citizens. Focus on health status is critical because(fﬁ entity in each community, one that IS account-

is at the root of future health care costs. “An ounc? le for monitoring, planning, and evaluating popu-
of prevention is worth a pound of cure.” ation-based health indicators and other essential

public health services. Perhaps the geographic areas

We put forth three integrally related approaches: foServed could be based on the public health districts.
onsider redefining the role that hospitals play in

cus on communities; shore up the state’s obligatiof | i
to protect the public health; and concentrate on yout pcal communities.

Of all the suggestions we have heard on this issug; Implementation: The lead entity’s staff coordi-

we feel that community-based efforts with a SpeCia]pates local public health needs assessments, data col-

focus on children is the most practical, cost effec-?Ction’ and health planning activities in coopera-

tive avenue. We are suggesting the *healthy CorT]tlon with all members of the coalition; develops so-
munities” approach that brings into account all So_utlons and finds the financing to implement the

cial, economic, geographic and political elements that

affect life for all citizens, accompanied by integrate(PerS' The staff normally does r_10t provide dl_rect cI|n|_-
service delivery. Responding to evidence tha?al services. In each community, the work is coordi-
Maine’s public health capacity is lacking, we Oﬁcernated with local school health programs and the lo-

an approach to build capacity in a modest way scal %'al public health provider (see other approaches be-
to Maine communities and Maine needs. Lastly, wi ow).

suggest consideration of more attention to chiIdreE tional
in schools, where the infrastructure already exist ationale
and the returns on investment the greatest.

lans; and facilitates communication among the part-

Research has shown that health status depends 50
percent on lifestyle and behavior, 20 percent on en-
vironment and socio-economic class, 20 percent on
heredity, and only 10 percent on medical care and
access.
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Healthy environments that support shared responsRationale
bility enhance healthy choices and thus lessen the
impacts of disease. Changes in societal attitudda the absence of a formal public health infrastruc-
toward smoking, drunk driving, and wearingture, Maine has neither the ability nor a vehicle to
seatbelts are good examples of encouraging betteffectively identify and react to important public
personal health choices. health threats. For example, the Bureau of Health
can probably not provide adequate surveillance for
Investing in promotion of healthy behaviors at theemerging infectious diseases such as Lyme disease,
community level is extremely effective at reducingWest Nile virus, and Group A streptococcus.
overall costs over the long run. Reducing risks pose@Whether it has the capacity to provide clinical guid-
by preventable conditions is the most cost-effectivence and public health leadership in the case of wide-
approach. spread disease is also questionable.

Once an individual takes on a healthy lifestyle, itFailure to propagate physician knowledge and use
doesn't take long to see substantial savings in healthf evidence-based health promotion and disease pre-
care costs. Forinstance, a 1968rnal of the Ameri- vention interventions results in less-effective health
can Medical Associatiostudy, examined health care care provision, which ultimately increases costs to
costs of individuals over an 18 month period andhe health care system.

found that total costs for physically active nonsmok-

ers with a healthy weight were half those incurredCommunities with effective long-term community-
by overweight and physically inactive smokers.  based health promotion coalitions that also include
clinical providers with public health responsibilities
are likely to succeed in reducing rates of chronic

2. Establish a Network of Public Health disease and other health problems that in turn will
Physicians result in long term cost savings.

Approach 3. Improve Youth Health

The Bureau of Health should engage a public health

medical director for each of the 30 recently estabARRroaches

lished Health Districts. Each director might be a prac-

ticing local primary care physician, and might workA- Support school-based health centers. They
about a day a week. Those individuals would noghould coordinate with the Healthy Community coa-
provide patient care, neither should they be confusefions and the public health medical directors (see
with the current notion of a “health officer.” Rather, 2b0Ve approaches), and affiliate with a community-
they would have responsibilities in the following P@sed provider such as a hospital or physician prac-
three areas: tice. Services provided by the centers might range
a. Emerging Infectious Diseases: Assist in diseas0m treatment of acute illness and minor injuries to
surveillance and provide local public health leaderScreening, referrals and counseling.

ship for dealing with emerging infectious diseases; _ o

b. Practice Standards: Promote clinical implemenB: Support creation of a health council in each
tation of evidence-based health promotion and disschool district to focus on:

ease prevention interventions. - Encouraging the participation of parents and youth

c. Community Health: Provide linkages for healthin Policy development and school involvement; in-
coalitions on primary prevention, and promote cli-cluding the integration of community providers with

nician cooperation. schools; _ _ _
- Supporting the implementation of Maine’s Learn-

ing Results in the area of Health and Physical Edu-
cation;

34



Year 2000 Blue Ribbon Commission on Health Care

- Providing physical health and behavioral healthmation and analysis, the state should improve infra-
services including substance abuse services; structure for providing useful information and should
- Serving balanced and nutritious food and shacks;onsider establishing a health policy council to pro-
- Promoting work-site health activities that supportvide leadership, analyze information, develop ideas,

healthy behaviors and lifestyles; and and issue reports. Such analysis and data reports
- Providing safe and aesthetic physical structuresyould assist the health-related decisions of state and
school grounds and transportation. local governments and non-profit organizations.
Rationale To improve information not only for policy makers

but for consumers, so they can make better choices
It has been demonstrated that early intervention anid consultation with their providers, we suggest con-
prevention has enormous long-term pay-offs in aidering the establishment of an all claims database,
society’s overall health status. Further, learningaccessible via the worldwide web, that would include
health behaviors in childhood translates into healthgharge and paid data, utilization information, and
habits later in life. guality indicators.

Inactivity and poor nutrition among our youth is a

well-documented public health problem. Twelve and4, Create a Maine Health Policy Council
a half percent of children between the ages of six

and 17 are already seriously overweigtwice as  approach
high as the rate 30 years ago. In addition, about G'OQp_

percent of overweight children between five and 1Q=gtaplish a health policy council to serve as com-
years of age already have high blood pressure or hon ground for developing ideas and reporting in-
eyated insulin levels, which puts them at risk of hearfg mation useful to policymaking. The council
diseasé. would not regulate activities or control investments

_ _ _in health care services. Its functions would include:
Maine’s children have unequal access to preventive

care in their schools. Some have excellent health  peveloping health goals for the citizens of Maine
programs, but most do not. In fact, only twenty ofiy aqdress: health status (perhaps using the Healthy
the state’s elementary and secondary schools haygaine 2010 goals); service capacity and distribu-
school-based health centers. tion; access and quality of health care; and other is-

. _ sues. The goals could be both quantitative and quali-
The long-term overall cost impact of early diseasgaive, and achievable in five to 10 years.

prevention and development of healthy behaviors ig, Developing health-related objectives that, if
significant. There are also immediate cost SaVingsachieved, would reach the stated goals;

For instance, Maranacook Community School hag  preparing a biennial report card on the health
had a school-based health center for the past sevetghiys of Maine citizens, as well as on the results of
years and Medicaid costs related to patients in thalforts to achieve the council’'s goals and objectives:
school district have typically been be’;ween 10 pery. Identifying, analyzing, and evaluating alterna-
centand 20 percent lower than statewide averagestiye approaches to the delivery of health promotion,
a discrepa_ncy for which socioeconomic factors dqjgi reduction, or health care service programs:

not otherwise account. e. Reviewing and revising the commission’s prin-
ciples (see Chapter 4), and using citizen input to
- - determine their most appropriate use;

Public P0||Cy f. Establishing what constitutes “reasonable ac-

cess” to health care facilities and recommending re-

Public policies have a major influence on the healtlvisions to the Certificate of Need process so that it is
care system in Maine. To ensure that those policiemore proactive, provides incentives, considers a
are adequately informed by the best possible inforwider range of factors, and is implemented in the
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context of a larger vision; mation it produces.

g. Serving as a forum for innovation and emerging

approaches, and for researching issues that affe€he council has the potential to reduce replication
health care costs. Issues the council might considelf endeavors, foster public/private collaborations,
include analysis of health care staffing with regardand galvanize objectives among diverse interests,
to scope of service and impact of shortages in cethus improving the state’s collective ability to achieve
tain disciplines, developing a comprehensive inforgoals. Any of those effects would result in slowing
mation improvement strategy (which might includethe growth of rising health care costs.

the commission’s approaches 5, 6, 7, and 8), and

emerging questions related to long-term care and

death with dignity. 9. Improve Information for Consumers and
The council might comprise up to fifteen members,PonCymakerS
a majority of whom should be employers and conA h
sumers, i.e. not affiliated with providing health carg~RROAcNes
or insurance. The governor, the speaker of the HOUS@

and the president of the Senate should appoint the Develop and mgln_taln an all-payer clalms_ data-
members. ase system that will include charge and paid data,

utilization information, and quality indicators. The
The council should sunset in six years, its pr:‘rforlnformatlon should be provided from the database

mance evaluated, and reconstituted with appropn(-)n the worldwide web in a user-friendly format ac-

P . cessible and understandable to consumers, provid-
ate modifications. The council should have a small P

nonpartisan staff to provide management and reﬁErs and p_ohcymak_ers, _an_d should CO”.‘P'V .W'th rel-
&ant patient confidentiality laws. Facilitating col-

search support. Professional research support sho ! o
PP PP ection and provision of those data would best be

also be provided from a variety of sources. Fundin ; ) .y )
should allow the council to support core expense ccomplished by working through existing organi-
zations.

and contracts with organizations to fulfill the man-

date in a high-quality, professional manner. Thg)ata of at least the following types should be avail-

council could also be given authority to seek an able: charges for procedures; utilization rates; mea
accept grants from foundations and other sources.”~ g P ; ’ : '
sures of patient satisfaction and quality of outcomes;

and patient demographics.

A review should be made of existing efforts with
similar missions to achieve consolidation and avoi

unnecessary duplication of effort. dI'he data should be accessible with breakdowns by

provider (hospital, physician practice, etc. — perhaps
differing degrees of specificity depending on size of
organization), insurance carrier, region (perhaps by
public health district), and for the state as a whole.

Rationale

Nearly five billion dollars is spent on medical care
each year in Maine—a majority of that amount pai
by government—and there is no comprehensive s
of goals and objectives to guide spending prioritie
and policy decisions, or measures to assess progresggp'
toward those goals.

Require all health plans and third-party admin-
éstrators to provide all claims data on their member-

C. Require hospitals and physicians to provide in-

While a regulatory commission does not seem def_ormatlon regarding the costs of specific procedures.

sirable in charting Maine’s health care policy, nei-> Hospitals and physicians should be involved in

ther is a dearth of organized thought. The commisqle'[ermlnlng appropriate levels of detail, as well as

sion therefore deems it prudent to suggest a midd QeA?t)a?treog”g;ifostrToautlgotr)sa?\e/lerr??:rtlljrl]gt'or author-
ground: a council with power vested in the infor-~" gency 9 9 y
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ity to establish rules and enforce compliance. portable, private, comprehensible and accessible.

D. Increase the sample size of the Behavioral RislAnother approach is the establishment of an on-line
Factor Surveillance System (BFRSS) survey to makmedical reference system available to all providers,

data statistically valid at the county level. one that would provide state-of-the art, best-prac-
tice information to assist with diagnosis and treat-
Rationale ment.

Health care consumers and health care policymakeEnally, the commission suggests approaches to re-
do not have adequate information to make good detuce paperwork requirements for patients, provid-
cisions. Consumers are unable to evaluate provideess, and hospitals: support for the State Uniform
in terms of cost of procedures, quality of outcomesBilling Committee; and an examination of the feasi-
and patient satisfaction. And opportunities for com-bility of third-party certification.

munity involvement in nonprofit governance are

often unknown and or/unclear.

6. Improve Medical Records
Policymakers often do not have enough relevant data

to guide Certificate of Need decisions, formU|ateAggroach
insurance regulations, or make other planning deci-

sions. In addition, policymakers are not able 10 as aunch a pilot study of an integrated health infor-
sess the BFRSS data on a regional basis, or by vagation system that allows for individual medical
ous demographic characteristics, because the samplg.ords to be entirely portable among providers, be

size is too small. private, and be accessible by the patient.

Improved availability of data would allow individu- The multifaceted pilot project should be imple-
als and policymakers to consider cost as part of thejf,ented as follows:
health care decision making. That would invariablyy  |ystall ViStA/CPRS, or a similar software pro-
result in lower-cost choices, which would serve toyram as an integrated health information system for
stabilize overall costs. Furthermore, having thosg pmaine hospital. That would demonstrate its feasi-
data would facilitate the analysis and developmen‘g”ity’ and would provide credible data on cost and
of cost stabilization policies. effectiveness.
b. Install VistA/CPRS, or a similar software pro-
— - gram, for an organization with multiple outpatient
Efficiency and Quality sites. That would demonstrate the feasibility and
cost-effectiveness of a system that makes patient
Having learned a great deal about how much of thelinical information available across sites.
health care system is caught up in administrativee. Develop and test a secure remote medical con-
type activities, and having learned that the sheer consumer interface. That project would be the first dem-
plexity of the system contributes to medical error,onstration of cross-institutional access and control
we suggest considering a number of approaches tf medical data by medical consumers.
combat inefficiency and poor quality. Because thal. Consult with an information-security firm to
current system contains both specific and generalnalyze potential security and privacy problems and
inefficiencies, the commission’s suggestions encomthe influence of HIPAA (the Health Insurance Port-
pass both narrow and broad reform. ability and Accountability Act).
e. Conduct anindependent audit of institutional im-
Among the first steps toward making the systenpact on clinical functioning, billing, and cost effec-
more responsive to the needs of patients and providiveness.
ers would be conducting a statewide pilot of softf. Bring together, perhaps through a statewide con-
ware designed to make individual medical recordg$erence, those interests that are crucial for long-term
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effective implementation to examine medical infor-duction in preventable patient deaths.
mation and privacy issues.

Providing consumers with effective access to infor-
This approach is not intended to tell any health carmation would allow them to take life-style and pre-
provider what services to provide or how to providevention issues seriously at home—not just at a
them; the only requirement of providers is to par-doctor’s office—providing one of the most effec-
ticipate in a shared expectation of how consumetive ways to reduce a category of health care costs.
health information is communicated.

Rationale 7. Improve Clinical Information

There is little continuity and uniformity regarding approach
medical records. Patient information is often enteredﬁp_

multiple times, contributing to errors and ineffi- |mprove useful information for clinical decision
ciency. Health care providers have difficulty accessmaking, and to allow comparison regarding practice
ing & new patient's medical history. Consumers d@yyles and utilization rates. Effective research should
not feel personal responsibility for, or control of, theirpe conducted in order to nurture shared decision
own medical records. But new models of financingmaking, improve quality of care, and advance the
health care, such as “defined contributions,” depengcientific basis of clinical practice. Examples include:
upon informed consumers. In addition, new efforts;  pevelop programs in lifetime learning for health
to combat medical morbidity associated with lifestylep gfessionals.

issues and chronic illness must involve medical cony  Focus on population-based monitoring of prac-
sumers more effectively. tice patterns and outcomes of care; as well as on the

_ L _ _ development and maintenance of an infrastructure
While the feasibility of exchanging health informa- {5 quality, outcomes research, and lifetime learn-
tion and improving consumer access to it still needﬁ19 at the local community level.
demonstrating, it has great potential. If successfup  pisseminate information about clinical practice
it would not only prevent medical errors that resu”patterns, successful quality improvement ap-
from duplicating information, but would allow con- proaches, appropriate evidence-based practice guide-
sumers to take more individual responsibility for the'rlines, and research findings through a database pro-
health. Simplified record keeping would also allowy;ijgers could access in their offices.
the anonymous aggregation of data, allowing foy  Assist in the development of innovative meth-
more relevant research on health issues. A pilgfgs to educate patients, and support shared decision
project would provide a wealth of data on cost-efyaking between providers and patients thus enhanc-

fectiveness, safety, and consumer acceptance, as Waly the patient's role in determining treatment.
as useful information for community health efforts

and research. Rationale

Itis estimated that a 20 percent increase in medic@lhysicians and other health care providers have dif-
productivity would result from installation of effec- ficulty keeping up with the latest medical develop-

tive integrated clinical information systems in healthnents and information. In many instances, they do
care providing institution$.The epidemiological not have access to state-of-the-art information tech-
database created would be extremely important ifo|ogy, which could inform them of diagnostics and

detecting and addressing new health threats in ogjtcomes. Even if access to information technology
communities. As clinical information to support bill- js ot a barrier, there is simply not adequate avail-

ing becomes more reliable, more consistent in forapility or dissemination of information about state-
mat, and cheaper and faster to submit, the expendis.the-art quality improvement.

tures for administrative costs should decrease. The
proposed system would also lead to a significant re=yrthermore, it is often difficult for physicians and
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other health care providers to ascertain what is “ap®. Examine the feasibility of sunset review of regu-
propriate care.” Such doubt often leads to the prdations relating to scope of service for specific pro-
cautionary approach of over-prescribing proceduregessions.

A 1992 study estimated that 20 percent of all healtRationale
care dollars were spent in that year on unnecessary
procedures and service3here are also consider- As discussed elsewhere in this report, the health care
able variations in the use of health services acrostelivery system is fraught with administrative waste.
relatively small geographic areas both within MaineThe Critical Insights survey reported that some prac-
and across the nation. Research has shown that pta@e managers clairthat “15 minutes out of every
viding physicians and patients with accurate inforpatient hour”is spent on paperwork protocols and
mation regarding treatment options, fosters shareddministrative tasksin that same survey, hospital
decision making and results in decreases in variadministrators estimated that waste and duplication
tion and improvements in the quality of cére. amount to between 15 and 20 percent of all hospital
costs. Adding to the administrative burden is the fact
The approach described above, often implementeithat many small providers do not file claims elec-
by quality improvement foundations, has proven tdronically.
stimulate moderation in the variations in practice
patterns associated with many disease conditionReducing duplicative efforts and streamlining claims
That, in turn, results in an improvement in the qualand credentialing will achieve savings in the long
ity and appropriateness of care, as well as in the agin without reducing quality of care. In particular,
sociated cost of care. increasing the number of claims filed electronically
will increase efficiency.

8. Improve Administrative Efficiencies A note on the Health Insurance Portability and Ac-
countability Act (HIPAA): This is a federal law that
Approaches will require use of a single form for billing among

all those who file claims electronically. However,

The commission found already underway severa{here are questions about the long -term costs sav-
promising endeavors that deserve support. We sufflds of HIPAA. Although the federal government

gest that those interested in reducing health cafStimates that HIPAA will save $30 billion over 10
costs: years, others estimate that implementing HIPAA

could cost that much.

A. Endorse and encourage the work of the UB-92
State Uniform Billing Committee to standardize th
way in which the UB-92 is filled out. Access

B. Create a HCFA 1500 Uniform Billing Commit- Improved access to health care insurance results in
tee to establish uniformity among medical profesimore people getting treatment sooner for existing
sionals and insurance companies that use the forneonditions, and in more people getting preventive
care for conditions that may be avoided. In both
C. Bring together licensing boards, insurance comeases, early intervention is more cost effective than
panies and hospitals to explore uniform credentialingreating iliness at a later stage. Furthermore, increas-
Specifically, examine the feasibility of third party ing the pool of insured individuals spreads risk and
certification and examine increasing state licensingeduces cost shifting.
standards such that insurance companies and hospi-
tals could accept a licensed person with no furtheAn important effort to consider should be to attempt
credentialing. The work should build on previousto change federal Medicare policy so that Maine hos-
similar efforts. pitals and other providers get better reimbursements.
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The commission suggests that Maine lobby for d@he state’s hospitals are classified as “rural,” state-
more equitable distribution of Medicare funds, im-wide Medicare returns only 80 percent of the ex-
prove its submission of data to HCFA, and supporpenses incurred in treating those covered by the pro-
efforts to reduce administrative requirements—allgram. In turn, of course, those hospitals—along with
of which would increase Mainers’ access to hospiether health care providers such as nursing homes—
tal care, and would cut costs. shift that 20 percent shortfall to other payers.

Another aspect of access lies in the ability of indidncreasing Medicare reimbursement rates and ex-
viduals to obtain affordable health insurance. Fopanding the scope of reimbursable procedures would
those that are most unable to afford coverage, theave a substantial effect on cost shifting. It would
commission suggests the state consider expandinmgcrease the amount of funding that comes into
Medicaid coverage. We also suggest studying thMaine. And simplifying administration of Medicare
possibility of making coverage mandatory for chil-reimbursements could result in lowering overall
dren. To make health insurance more affordable, wieealth care costs.

offer three options: encouraging and facilitating the

ability of private insurance companies to cover small

businesses and individuals; creating a mutual health), Expand Insurance Coverage among Indi-

insurance fund; and establlshlng_a u_nlversal, smgknv-iduals and Small GI’OUpS
payment program for catastrophic sickness or acci-
dent. Lastly, we suggest considering stepping u

advocacy for a national financing system. —Qp—% roaches

The commission identified three approaches for fur-
ther study and analysis. While the commission feels
itimportant to take steps to expand insurance cover-
age among people who are either not covered or have
Approaches policies through individual or small group markets,

) the members differ on what approach to take.
A. Support federal advocacy efforts to improve

Medicare reimbursement through changes to federaly_a: Use three avenues to encourage private in-

policy. Work to increa§e the reimbursement_ rate fogrance companies to cover small businesses and
currently covered services, and to expand reimbursésgividuals:

ment to services not currently covered.

9. Change Medicare Reimbursement Policies

) _ The intent of these approaches is to foster the avail-
B. Support efforts to improve wage-index and casegpijlity of more insurance products and encourage

nance Administration (HCFA). tain coverage.

C. Work with HCFA and the Fiscal Intermediary t0 1 ncrease flexibility (in rating and otherwise) in the
improve handling of Medicare cost report data.  jydividual and small group markets.

D. Support efforts to achieve administrative simpli-|iow greater rate variations to provide carriers flex-
fication and reduce the financial impact ofpjjity in addressing health behavior and health prob-

Medicare’s administrative requirements lems, and allow greater variation based on age and
_ geographic area. Permit the Maine Bureau of Insur-
Rationale ance to allow variations in rate and geographic ac-

_ cessibility standards for a limited provider network
Because rural hospitals are compensated for Medjghen an enrollee has access to a larger provider net-

care services at a lower rate than urban hospita{§ork that meets current geographic standards. Elimi-
providing the same care, and because 58 percent @fte “standard” and “basic” health insurance plans
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required under the Maine Insurance Code. Whild. Seek a waiver from the federal government to
those required plans are technically available, anohclude the Maine Medicaid program. Use state and
do facilitate comparison among plans, their relativdederal Medicaid funds: premiums for those popu-
cost has resulted in the sale of very few. lations would reflect differences in expected utiliza-

tion paid by the state. To the extent that the eco-
Current rate regulations were designed to provideomic circumstances of Medicaid-covered individu-
cross-subsidies wherein individual insurance purals change, beneficiaries could pay all or part of the
chasers would subsidize high-cost users. High-cogremium, and continue participation. In addition to
users are less likely to be concerned about the prexpanding the population base, that approach may
mium rate than about having access to an individuaerve also to reduce the stigma attached to the Med-
health insurance policy. Lower rates for younger andtaid program, particularly in the eyes of providers.
healthier individuals should attract more of them to

the market, thereby lowering rates overall. 2. Make the mutual health insurance program open-

ended enough so that the state could elect it for cov-
2.Establish favorable state tax treatment of: erage of state employees, and so larger corporations
- Health care premiums paid by individuals. and institutions could move into the program if it

- Medical savings accounts (MSA's) and similarproved financially attractive. By doing so, the mu-
instruments that allow funds to be accumulated fotual fund might stimulate healthy competition in the
health care expenditures on a federal tax-favorehsurance market.

basis, presuming that Congress extends those ben-

efits beyond 2000. Consideration should also b8. Seek possible expansion of the program into
given to requiring carriers in the individual and smallother states, particularly in New England where in-
group markets that offer high deductible plans tderest may existin making coverage available to simi-
offer MSA's. lar populations.

3.Collaborate with other states to: 10-C:Create a universal, single payment program

- Pool the individual small group market and entetthat protects all citizens from catastrophic finan-

into joint purchasing alliances. In order to allowcial loss as a result of sickness or accident.

maximum flexibility, such a pool may exclude

Maine-specific benefit mandates when the mandat€his approach has several intents: to provide cata-

is not present in all participating states. strophic coverage for all Maine citizens, increase

- Streamline insurance regulations and statutes iaffordability for catastrophic coverage, rationalize

order to make it easier for carriers to enter the “Neviealth care insurance by pooling catastrophic losses,

England” market. reduce cost shifting caused by bad debt and charity
care, encourage standardization of administrative

10-B: Create a mutual health insurance fund to procedures among all health insurance programs,

provide coverage to uninsured children, small encourage healthy behavior, and yet allow the com-

businesses, and individuals. petitive market to operate.

This approach intends to provide guaranteed issueis the most far-reaching of the three approaches,
in a very visible way, provide an umbrella programand includes the following:
which includes Medicaid and thus would minimize
any stigma associated with Medicaid coverage, antl. Creating a non-profit company that assumes the
to create a large, financially stable risk pool withrisk for medical expenses in excess of a catastrophic
bargaining leverage that would replace, in part, thémit for all Maine citizens, except those covered by
loss of a major not-for-profit insurance company inMedicare.
the state.

2. Requiring all citizens to have coverage through
Such a fund might be established as follows: place of employment, Medicaid or direct purchase.
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Because this approach requires an individual, rath&. Prescribed operational requirements. Similarin
than an employer, to have catastrophic insurance,iinpact to mandated benefits, requirements imposed
may avoid constraints imposed by ERISA. The analen managed care organizations with regard to any
ogy is one of owning a car and requiring the ownewilling providers, minimum travel distances, mini-
to have a certain level of automobile insurance. Fomum length of stay, and other operational activities
those who purchase directly, premiums would beepresent a regulatory cost to the organization.
collected annually through state income tax filings
and subsidized for qualified, low income persons. 3. Segmentation of the insurance risk. Any insur-
ance plan works best when risk is pooled across large
3. Complementing a competitive health insuranceaumbers. While all insured participants are afforded
industry. Under a catastrophic deductible, the infinancial protection, the very high claims incurred
surance market will be free to develop and promotey a relatively few humber of people are “spread”
benefit programs for employers as well as individuamong all persons who pay an equal and modest
als. premium amount.

4. Increasing affordability of small group and in- That fundamental concept breaks down when sub-
dividual insurance programs that underwrite for sersets (and particularly subsets who have a better ex-
vices below the catastrophic deductible limit. perience) of a large pool leave and create their own
insurance arrangement. In such cases, the cost of
5. Developing educational and risk managemeninsurance for the residual population in the pool in-

programs that manage health care costs. creases, potentially leading to another round of “ad-
verse selection.” Those dynamics are at work when
Rationale large groups of employees select out of a pool under

experience-rated or self-insured arrangements; in-
The recent turmoil in the private insurance markesurance companies selectively market to the better
that led to the formation of this commission is inrisk; and healthy individuals decide not to buy in-
part a market adjustment. In the latter half of thesurance.
1990s, health insurance organizations engaged in
aggressive marketing and pricing: initial premiumSuch segmentation creates significant variances in
costs and increases were very attractive and, as suthe cost of health insurance among different popu-
sequently demonstrated, unrealistic. lations: typically small groups and individuals rep-

resent the residual populations that have been shifted
In addition, many of the cost reduction strategiesgainst. To the extent that individuals and employ-
employed in out-of-state markets were not as effecees in small groups defer insurance because of cost—
tive in Maine. The absence of competitive pro-and then incur the need for services—a very signifi-
vider— particularly hospital—markets in most cant financial liability is incurred, as is bad debt and
Maine locations, as well as sophisticated providecharity care for providers. Those latter costs are of-
organizations that could effectively bargain with in-ten shifted to other private insurance payers.
surance companies, contributed to that situation.

Generally speaking, more Maine people with ad-
While it is clear that recent premium increases arequate health insurance coverage would result in
grounded in those factors, there are other structuridwer long-term health care costs because people
characteristics of the insurance market in Maine thawith coverage are more likely to seek medical care
contribute to costs. Those include: earlier, which most prevents the need for more costly

treatments.
1. Mandated benefits. Notwithstanding the merits
of specific benefits or services, required coveragdo the extent that each of the three approaches would
levels contribute to the cost of health insurance. result in increased coverage, the cost impacts vary.
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greater long-term return than investing in other
, groups. And the infrastructure, namely the public
Children schools, already exists to facilitate deliver of pre-
ventive services.

11. Expand Health Care Insurance for All

Approaches
The cost of covering Maine’s uninsured children is
The commission puts forward two complementarysmall relative to future cost savings as a result of
approaches. early screening, disease prevention, and development
of good health care habits. Investing in the protec-
A. Improve Medicaid and Cub Care coverage ofjon of Maine’s children from disease would mean
children in the following ways: the state would need to spend much less money down
1. Improve enrollment in existing programs. Thisthe road to ensue a healthy workforce. And that is

could be done by continuing efforts that have rean investment from which the entire society benefits.
sulted in recent positive enrollment trends, as well

as by increased outreach and awareness at places

frequented by children such as schools, pre-schoolgyp Expand Medicaid Coverage

hospitals, and the offices of health care providers.
2. Expand Medicaid coverage to maximum IevelsA roaches

allowed by federal law. This could be done b

amending the state plan to cover children in familie

that currently earn too much money to be eligible.

A. Amend the state plan to provide Medicaid cov-
erage for all adults below the federal poverty line,
based on a reasonable timetable in light of budget-

B. Mandatory coverage of all children, with an em-ary constraints.

phasis on prevention. Codified in law, all Maine
parents would be responsible for providing healtr‘B Increase Medicaid reimbursement rates of cer-
insurance for their children. . An affordable policyta'in under-funded procedures

should be available: one that covers basic screen- '

ing, immunizations, and preventive services. The Ia%ationale

should be available through school-based progrants——

where possible and reimbursable. Data shows that lower income people are dispropor-

tionately in poor health and are less likely to be able
to obtain insurance in the private sector. In a recent

M Mai hild t . iat survey covering three Maine counties, 21 percent of
any viaine chiidren are no rece|Y|ng appropriate, 4, jts with incomes below the poverty level reported
preventive care because they don't have health

Rair or “poor” health, compared to 5 percent of

fsurance, th?; parents are c:then(\lnsb? utnattr)lle o : Qults with incomes between 201 percent and 300
or care, and free care is not available to them. Aco ..+ ¢ the poverty level.

cess to insurance would dramatically increasg
children’s access to health care, especially to prex
ventative measures that prevent further illness a:?
associated health care costs.

Rationale

ther studies consistently confirm that health insur-
nce for low-income people is a critical factor in their
health statu$.Thus providing health insurance for

. . the uninsured is an important factor in stabilizing
Even if Maine has the second largest percentage Qsts in the private sector

insured children in the nation, 18,0€l@ildren with-

out insurance is still too many. Furthermore, MainPWhen asked the most effective way to extend health

children are not as healthy as they could be, and Mal¥surance to the uninsured, absent a complete over-

have poor health care habits. Teaching them healthiﬁréul of the system, experts who spoke to the com-
ways of living now would result in individual and ’

: . . mission invariably responded that Medicaid was the
societal rewards later. Investing inthemresultsing o - ictic and cost-effective route. The com-
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mission also heard that low Medicaid reimbursemen®. Encourage passage of proposed legislation cur-
rates cause providers in some disciplines (e.g., speedntly being considered by congress that would al-
and occupational therapy and durable medical equipew a limited number of states to experiment with a
ment) to refuse service to Medicaid clients, thus exsingle-payer systei.

acerbating the access problem faced by low-income

individuals. Rationale

When low-income people obtain free care in hospiThe commission came across several problems with

tals, or from other providers, those costs are passdide current system, all contributing to increased costs,

on to insurers, and ultimately, to payers of insurthat would be addressed with the establishment of a

ance premiums. In 1998 Maine hospitals spent $28ystem of central financing and universal coverage.

million on charity care and another $71 million in Such a system would:

bad debt® Coverage for all the uninsured—and

underinsured—would eliminate the shift of those- Reduce cost shifting

costs to the private sector. The expenditures would Shrink administrative waste

be covered and would ameliorate the inefficient and Provide transparency

expensive system of treating the uninsured in the Improve fairness

emergency room—often after a minor health prob- Increase access

lem has progressed to a major one. By investing Provide for true shared risk (community rating)

$5.2 million state dollars per year, Maine would gain Aggregate data

an additional $10 million in federal matching dol- - Allow for global budgeting

lars—and would provide coverage for those who

qualify for charity care, and are least likely to beThe commission found, as did the Health Care Re-

able to pay their bills. form Commission of 1995, that it is not feasible for
a single state such as Maine to establish such a sys-
tem alone. But the members do feel that Maine could

13. Advocate for a National Financing System  join with others to promote a national system.

Approach To the extent that a central financing system would
reduce redundancy and administrative waste, reduce

Advocate for a national health care financing sys¢0St shifting, improve access, and fairly distribute
tem with other states. Such a system should have tfigk, the cost impact could be enormous.
following characteristics:

. 1 Mills, Dora Anne. “Chronic Disease: The Epidemic of the Twentieth
a. Universal health care coverage. Century."Maine Policy

b. A decentralized delivery system, governed byreview9.11(Winter 2000):

states. but based in the market to allow for Consumépdational Health and Nutrition Examination Survey, Centers for Dis-
’ ease Control and Prevention, 1999.

choice. 3 A. Wolf, and G.A. Colditz, “Current estimates of the economic cost
c. Asingle nonprofit payment source, though per-f obesity in the United StatesObesity Researci,998;6(2):97-106,

haps decentralized claims administration quoted inPriorities in Prevention: Excess Weight and the Obesity Epi-
’ demic.

4Medical Information Trust of Maine, correspondence to the Commis-

Potential activities: sion, October 14, 2000.
5 “Wasted Health Care DollarsConsumer Reportgduly 1992.

. . ®Maine Medical Assessment Foundation, October 17, 2000.
1. Convene the state’s congressional delegationgritical Insightsop.cit.
and perhaps special interest groups, to develop gf"mand. Salley and Kilbrethp.cit

. See generally\o Health Insurance? It's Enough to Make You Sick,
agenda and strategies to use at the federal level. op,cit_‘?’ N 9

10 Pohimann and St. Johwithin Reach, Health Coverage for Working

; arents Maine Center for Economic Polic§999)
2. Co_nvene New England governors to dlscung'R. 2412, 106 Congress, ® Session,
strategies and develop a common agenda.
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Chapter 6
FINAL COMMENTS

We each offer the following final comments becausethe health care in Maine, such as its rural nature, the
while we learned a great deal together and devekging of the population and the number of smokers,
oped many shared perspectives, we none-the-letise causes that make health care so expensive in
developed some individual opinions we thoughtMaine are the same as those for the rest of country.
worth sharing. These individual comments emphaThe systemic problems are national in scope. The
size various aspects of the report, and in some casasate of Maine alone will be unable to make the kinds
register disagreement with certain aspects. of systemic changes that are needed to significantly

impact costs. The need for national change is my

greatest frustration with this report, which is, of ne-
Final Comments of Pam Plumb cessity, focused on Maine with less than .005 per-

cent of the nation’s population. We have recom-
Serving on the Blue Ribbon Health Care CommisMmended what we felt could impact and improve the
sion has been an extraordinary education on the stt@St of health care in Maine, but the real opportuni-
of health care in our state and country. Dozens df€s for change lie at the national level and we should
thoughtful, committed health care professionals an§€come active advocates for change.

experts in the field have patiently served as our teach-
ers, sharing their knowledge and opinions. Theg’hlrd, in our current health care system, where 1)

brought us mountains of information and a widethe Person receiving the service most often does not
spectrum of opinions. pay directly for it and often doesn’t know the cost,

2) providers often compete on how much modern

After all the presentations, reading and discussion@duipment they have rather than price, 3) fees for
a few things, in particular, stood out for me. FirstService are related to reimbursement schedules rather

Americans pay far more for their health care pefhan cost, 4) the services are generally a mystery to
person than the nearest competitor for the title of€ patient and often overlaid with the emotions of
most expensive, Canada. Most of the world spend§€ and death, 5) marketing drives demand for ser-
less than half of what we do. We cherish the mytfyices or_medlcatlor_\s which may not be necessary or
that we are getting much better health care for oiPPropriate, the private market system doesn't have
money. In some areas, such as advanced mediéfhance to work. Contrary to the normal laws of
technologies, we are. However, when it comes t§CONOMIcs, in Maine at least, competition is gener-
the general health of the whole population, we ar&lly driving costs up, not down. There are certainly
lagging well behind. It is not acceptable that we aré few areas in health care where market competition
spending so much and still not keeping the AmerifMay work, but unless we change the system dramati-

can people as healthy as the residents of many oth@@lly, it won'twork generally. We are the only coun-
nations. try in the world trying to run our whole health care

system on the private market system and the only
Second, although there are some distinct features ¥gdustrialized country not insuring health care for
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the entire population. not confuse fund with deliver, they are vastly differ-
ent, for the former uses principally the power to tax
Last, even though our charge was to find ways tavhile the latter performs the service. Look how close
reduce costs in health care, it is impossible to dissongress is to funding pharmaceuticals for those over
cuss the subject without running into questions 065; this would not have happened 10 years ago. Its
access and quality. In fact, one of the ways to recalled “readiness” and we are getting ready.
duce costs is to force everyone in the pool, which
would better spread the risk and reduce the numbém the early pages of this report we assert that...”Our
of people not getting preventative care. But, it isvalues endorse the notion that an individual has the
more than a question of cost for me. It seems moright to receive whatever services are necessary in
ally unacceptable to me that we cannot find a way tiimes of need.” The phrase “whatever services are
provide basic health care for everyone. This counaecessary” is arguable but who is so bereft of spirit
try has looked more than once at national systems s to take issue with this concept of compassion?
accomplish this basic task, but has not had the p&hat is at issue is the means of provision, not the
litical will to carry it off. We must make the issue necessity for providing.
central to the political debate so that it is resolved.
Then a bit later we write...”A national single payer
system may be the only approach that will work to
control costs, assure access and rationalize the de-
Final Comments of Thomas Moser livery of health services.” As a strong advocate and
practitioner of free enterprise it came as quite a rev-
At our first meeting on February 4, 2000 we were€lation that we are over halfway toward the single
told by Dr. Robert Keller, the chairman of the lastPayer system already when one factors in the reality
commission to study health care in Maine, that northat émployer funded medical insurance premiums
mal market forces don’t work in healthcare and alfr€ Paid with pre-tax dollars.
must be covered for insurance to be effective. As a _ o _
champion of Adam Smith and a strong advocate ofhroughout _thls report we speak of administrative
the free market | didn’t buy it at the time. Now, €xpense which we believe consumes one-quarter of
eight months and 22 meetings later | have come t8verY dollar spent. Of the two billion dollars paid
see certain wisdom in this. into the system by insurance companies 15% goes
to their expense ratio. It cost these carriers at least

One hundred and fifty year's ago public educationP300 million to collect the premiums; the IRS, on
in Maine, as in the rest of America, came to be seefi® other hand, spends about 2% to collect the rev-
as a right of citizenship. Our political leaders caménue to fund both Medicare and Medicaid. Nobody
to realize that only an educated electorate can makiSPutes the cost effectiveness of the IRS. The leg-
informed choices and our democracy could not préSlative challenge, however, will be in crafting a set
vail without such public funding to augment privateOf laws for the distribution of these funds by federal
schooling. Although we may argue over publicand state agents that will be less onerous than the
schools versus vouchers, nobody of sound min§/NiPping boy known as the HMO. We have to craft

would argue against public funding for universalFederal and State programs that allow sufficient regu-
education. lation to guarantee equitable coverage while at the

same time providing for differences of access, based
That moment in our history was pivotal and set th!Pon the individuals ability to pay. This same sys-
course for an economic and cultural journeyt®mM must also be able to leverage behaviors, i.e.,
unimagined in the Old World where privilege deter-destructive life style choices should result in some
mined access. Might we now be at a similar mol€gative consequences while wholesome life style
ment vis-a-vis healthcare? Might we as a people Beoices should reward the individual with more than
ready to fund and define universal healthcare? DB!Stlongevity.
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In the meantime, there is much that Maine can do teter dinner. The waiter explains to each person that
address many of the issues we've raised. Ultimatelgince the total bill is split ten ways she will pay only
however, our salvation is in a National single-payera small portion of the extra cost - 90% will be paid
system. by others in the group. All people in the group make
an individual decision to order costly meals. Pool-
ing the bill has led to expenditures that no one of
them would have chosen had they acted alone. As
Final Comments of Joe Carleton former Surgeon General C. Everett Koop once said
about the bill pooling device known as health insur-
ance, “It's like saying to someone, ‘We are buying

I would like to thank my fellow Commissioners, €s-y,q, 3 new car. Now what do you want, a Cadillac or
pecially our Chair, for the collegial manner in whichz Chevy?”

we were able to conduct our work. We have learned

much, and although we do not agree on everythin@. Health care is a business to the providers of health
I think we can advance public understanding of thigare. We all know that our medical care providers
very complex issue. are caring people, but hospitals and doctors and other

) health care providers are not immune from the eco-
People look for magic bullets to save our health carf,mic incentives that affect everyone else. This is

system. There are no magic bullets. There are, NoWs,q eyen for “non-profit” institutions who, after all,

ever, magic words. Words like “competition” or neeq resources to continue provide their services.
single payer” or "HMO" magically cause minds t0 \ye gftentimes forget that the usual economic incen-

close, tempers to rise and voices to shout. We negglg i heaith is to provide treatment. This frequently
to forget magic bullets and magic words and go Wayeg s in care which is costly, not medically neces-
back, back to some of the basics, to get our bearln%ry and perhaps even harmful

about what health care means in this country, what a

health care system can and cannot do and where4it Providers of health care are fiercely protective of
should fit in our lives. What follows are things that | the turf carved out for them by licensing laws. This

think get too little attention. Our ignorance aboutfragmentation increases costs. Many providers wage
these things is the single biggest impediment to Auge battles among themselves, played out in the
good health care system, in my view. Legislature, over the scope of practice allowed to

them by the state. State boards are made up mostly
1. Health care reform needs to be undertaken very 4 titioners in the fields they regulate, and they

carefully. During its meetings, th(f Commission h:aar ave an incentive to keep a monopoly. A few years
and frequently referred to the “balloon theory Ofago Medical Care Development Foundation spon-

health care. Health care is like a balloon, the the°r¥ored a study of licensing laws. This field ought to
goes, because poking the balloon in one place Wil |ooked at again.

simply cause it to expand out someplace else. The
health care “system” is many different systems act5. Health care will drain every available public and
ing independently, interacting with each other in unprivate dollar unless restrained. This is so because:

predictable ways. Poke it in one place and some-
thing strange happens somewhere else. a. Health care is more art than science. Therefore,

health providers have wide discretion in treatment.
2. Private insurance and government benefits inbifferent health care providers do prescribe widely
crease costs. Ten friends dine out, intending to shaigrying treatment. The first witness before the Com-
an inexpensive meal and good conversation. To makgission, Dr. Robert Keller (who chaired the previ-
things simple, they ask for one bill and agree to splibus health care commission) emphasized how some
it equally. A waiter, hearing this and knowing hemedical treatments are much more common in some
will make more money by serving an expensive meaeographical areas than others. All this is well known
leans down and whispers to each patron in turn, emnd has been extensively studied. Many of the pio-
couraging the diner to order a filet mignon or a lobneering studies have been done right here in Maine.
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Furthermore, the type of treatment prescribed by. Beware talk about people getting all the health care
health care providers varies widely with the healttthey “need”. Need can be a very slippery concept in
care provider. Chiropractors will generally prescribehealth care. We can probably all agree what health
chiropractic for back problems, M.D.’s will prescribe care is heeded in some circumstances, but beyond
treatment within their scope of practice, and so forththat, need has to be tempered by the finite resources

_ _ o available.
b. Demand for health care is potentially limitless.

Should an expensive diagnostic test be performed Here is my reaction to two common approaches to
there is a very small likelihood that it will be help- control health care costs.

ful.? How small is “very small’? One in a hundred? N .
One in a thousand? One in a million? 1. Let the competitive free market work! Competi-

tive markets, which work so wonderfully in other
c. Increased supply of health care providers createseas of our economy, do not work very well in health
increased usage of those services. Health care precare for several reasons. Insurance (private or gov-
viders determine how much health treatment andrnment) insulates the consumer from much of the
what kind of treatment should be given. They haveost. In addition, the complexity of health care means
much discretion about this because health care that the health care providers instead of consumers
more art than science and the patient doesn’t mind thake most of the decisions. The provider has an
the bill is covered by insurance (public or private). economic incentive to increase services and there-

fore increase costs. We are unwilling to place limits
Here are some summary thoughts about commagy, what the provider can prescribe. Also, personal
myths: health is a matter of such high personal priority that

. : e want health treatment, no matter how unlikely it
a. Beware those whose solution to the high cost g . :

. . IS to help and no matter what the cost is. We will-
health care is to have someone else pay for it.

ingly accept the price charged. Finally, supply cre-
b. Beware those whose solution to the high cost Git€s demand, as Dr. Keller suggests.

health care is to put themselves into a group Iikel>[_F<h

L ealth care providers do not advertise their prices.
to have low health care needs, resulting in lower costs, .. ,
) is is an excellent clue that free markets don’t work
for them but higher costs for everyone else.

in health care. There are no newspaper or radio ads

c. Beware those who judge our health care systen$&ying that the hospital or doctor offers great prices.
solely in terms of the numbers of people with orAlthough hospitals and other health care providers

without health insurance. These statistics can bePmpete, they don’t compete on price. Perhaps mar-
misleading and are often selectively used. kets can be adjusted to provide better price competi-

tion, as Commissioner Beardsley suggests, but it
d. Beware those who demonize the insurance contrasn’t worked so far and it will be difficult to do.

panies, or drug companies, or the government as the _
cause of problems with our health care systems. Tte Health care needs to be regulated! When a patient

truth is much more complex. The nearest culprit cag"d @ doctor are in the examining room discussing
be found by looking in the mirror. treatment, neither of them cares about cost. The in-

surance company and the government (who will be
e. Beware those who argue that health care decisiopaying all or a portion of the bill) are not in the room.
should be solely between a doctor and a patient. Thiehe doctor has considerable discretion in treatment.
statement has an appealing ring to it and would bé&he field of medicine is very complex. Patients feel
true if the patient paid the entire bill, but this is rarelyvery strongly about their right to care. Medical tech-
the case. Insurance payments represent the pooledlogy is changing rapidly. This means that regula-
resources of many policyholders and public benefittions (either by the government or an insurance com-
come from taxpayers. They have a stake in makingany) are complicated. General rules will necessar-
sure the financial resources they provide are usety have loopholes and exceptions, which in turn re-
wisely. quire more rules to deal with them. These in turn
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give rise to further loopholes and exceptions. Wha2. Although the scope of Medicaid programs is a
can result, anfas resulted, is an army of clerks bat-significant issue, there is already wide public debate
tling each other over mind boggling minutiae as wellbout it. There is much value in a report that focuses
as forests of paper filled with incomprehensible jarsolely on the cost of health care. Paragraphs 11 and
gon, some of which must necessarily be labeled?2 blur that focus.

“THIS IS NOT A BILL.” o o _
3. Medicaid has a significant impact on the state

Inadequacies of the market and regulatory apbudget. It is presumptuous of the Commission to
proaches mean that we ought to look for other modsuggest how the myriad demands on the state bud-
els. The Commission report has listed a single payayet should be prioritized. This is the job of the Gov-
system as an alternative to look at. Some Commisrnor and Legislature

sioners have gone further and recommended that a

single payer system should be enacted on the na-

tional level to address the inequities of the present

systems.

In light of the charge given to us by Governor KingFinal Comments of Bill Beardsley

to address costs, | suggest that one approach, known

as global budgeting, allows us to make a conscious Minority Report by William H. Beardsley is at-
decision about the resources we spend on health, tached to this report.

that we don’t end up like the friends who paid more

for their restaurant meal than any of them intended.

The decision about how much to spend on health

should be under our collective control, as it is nofFinal Comments of Robert
now. Woodbury

Providers of health care under global budgeting need

not be subject to detailed rules and regulations séthe five members of the Commission, over hundreds
by insurance companies or the government. A de§f hours, shared good will, much learning, vigorous
ignated sum of money is collected and allocated fof€bate, and uncommon commitment. We sometimes
health care expenditures within their geographicafliffered and sometimes changed our minds. But |
area. Health care providers make decisions abolill always be grateful to all my colleagues, and
how this money is to be spent, keeping within thé>0vernor King, for providing a very special oppor-

budget, without detailed regulations. tunity. 1 hope our collective thinking will be helpful
in the larger debate about health policy in Maine.

One issue, finally, stands out for me amongst all oth-
Commissioner Beardsley and | strongly disagree witlys: the extent of inequity and unfairness in our health
inclusion of the approaches set forth in paragraphggre system. The uninsured and other people of lim-
11 and 12 in the Commission’s report, relating to eXjted means, numbering in the many tens of thousands
pansion of Medicaid programs, for the following rea-in Maine, receive second class health care at best

sons. and experience tragic denial at worst. This reality

. : . ... not only diminishes our values as a community but
1. Medicaid expansion may reduce costs in individual .

. ... Inflicts extra costs on our health care system as a
cases where discovery of a health condition in It?/vhole
early stages will prevent more expensive treatment '

later on. This does not mean that it will stabilize or,
Some have suggested that proposals for the expan-
reduce overall costs, short term or long term. | an. S ; : .
L sion of Medicaid or other health services lie outside
sure that it will not. : .
the scope of our charge. Considerable evidence ex-

ists, however, that delayed medical attention, inad-
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eguate preventive steps, and treatment sought in hos-
pital emergency rooms escalates costs. Removing
financial barriers for the less advantaged may dimin-
ish overall costs to the system and lessen cost shift-
ing. Expenditures by state government in the short
run, therefore, whether for Medicaid or public health
or information gathering, may bring some long run
stabilization to health costs as a whole. There is much
we can do in Maine to diminish unfairness that is
wholly consistent with controlling costs.

But the best strategy for addressing fundamental in-
equities in the system lies at the national level. | am
persuaded, as | was not nine months ago, that only a
national and universal financing system “with broad
pooling of risks and progressive financing”, as Con-
sumer Reports concluded in its September 2000 is-
sue, can both ameliorate the consequences of un-
fairness in our current system and address some of
its most wasteful aspects. That would still leave a
large agenda for Maine and its communities, as we
have suggested throughout our report, in making the
system work in a cost effective and humane way.
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Minority Report

A MINORITY REPORT
OF THE YEAR 2000 BLUE RIBBON

COMMISSION ON HEALTH CARE
William H. Beardsley
November 15, 2000

EXECUTIVE SUMMARY A MINORITY REPORT

The Report of the Maine Blue Ribbon Commis- Governor Angus S. King, Jr., established a com-
sion on Health Care is comprehensive. It is basedission to identify cost elements of Maine’s health
on broad input and substantive analysis. It proposesare system, how cost are allocated, and to “recom-
a significant increase in public expenditures andmend potential strategies for stabilizing overall health
public sector involvement rather than cost stabili-care costs”... and “payment options for health care
zation. Cost stabilization was the charge to the Conservices.”
mission. This minority report is focused on cost sta-
bilization. Collectively, the policies recommended in the

majority report propose an expanded public plan-
The minority position is that Maine can and shouldning, policy, and regulatory role, an increase in
take steps to stabilize health care costs by movinigledicaid expenditures, and an expanded role for
towards a consumer based, market driven, healtiquasi-public and private health policies agencies.
care system. Policies recommended include: Rising insurance premiums, the contraction of

HMO'’s, the need for more health information and
- Tax credits or deductions for premiums on cataeffective policy formulation, the chronic under-cov-
strophic insurance erage of Maine’s population, shortfalls in reimburse-
- Replacement of the employee state single payerents and the perceived value of health education
system with a federal style multiple payer system have given the Commission a rationale for propos-
- Elimination of, or significant curtailment of, the ing an array of policies that lead to a significant in-

certificate-of-need process crease in public expenditures.
- Elimination of barriers to entry for qualified pro-
viders Further, the cost analysis of health care in Maine,

- A sunset review of state licensing procedures as presented, is a valuable building block and the
- A comprehensive review of barriers-to-entry regu-discussion of cost drivers and principles reflect the

lations views of various constituencies with whom the com-
- Targeting of data collection on epidemiological mission met across the state. The final report pro-
studies vides a frame of reference for policy discussion and

- Consolidation of health boards and commissions broad database upon which to build in future years.

- Acceleration of moves towards standardization of

billing and authorization The minority member of the commission has the

- Establishment of a task force to develop a multihighest regard for fellow commissioners, the open

stage strategy to move Maine towards a consumearocess, the in-depth background cost analysis and

based, market driven health care system. the discussion of cost shifting, cost drivers, and the
need for future research. The recommended major-
ity policies, however, do not fully reflect commis-
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sion deliberation. At the most fundamental levelto address. The charge was to stabilize health cost,
the report states that “our culture is unlikely ever tanot to set forth a plan for expanded public expendi-
accept market dynamics alone to resolve fundameiudres. This minority report offers no “elegant solu-
tal issues as they relate to access, availability, arttbn.” Rather, it proposes a very different array of
affordability...” (p.6) This underlying philosophy policy recommendations for consideration, recom-
permeates the report and has necessitated a minorityendations which could help to stabilize costs and
report. lead towards a more consumer oriented, market
driven, health care environment in the long run.
At the outset, while the primary purpose of the
minority report is to set forth recommended steps t@&eneral Observations
stabilize health costs, there are other concerns that
should be mentioned. 1.Health care costs in Maine are higher than in the
past and not unlike the national statistics both in lev-
- The report recommends that Maine schools beels and in trends. Similarly, Maine’s health care
come a major vehicle for delivery of health care serehallenges are numerous and similar to other states:
vices. Given current funding problems and the shearosts are rising faster than incomes, cost shifting
complexity of providing quality education, legisla- leads to inequities, and segments of the population
ture should be very cautious in adding another maare under-served.
jor function to an already burdened school system.
2.There is a highly regulated, evolving, expansive
- The report recommends a significant expansiomsystem of providers, payers, consumers, policy ad-
of Medicaid services while at the same time docuvocates and regulators with very complex interrela-
menting the massive growth of, magnitude of, andionships, operating in a quasi-free-market/quasi
high cost per recipient of the Medicaid system. Legeommand-and-control environment. The vested in-
islature should weigh very carefully the allocationterests are extraordinary and persuasively argue for
of additional state resources to Medicaid vis-a-vignore public funds injected into the status quo, off-
other citizen needs. set by public policy groups and soft money consult-
ants who offer an extraordinary array of ideas, ide-
- Cost differentials and trends in different geo-ologies, and services.
graphic locations, as presented, leave inferences
about the effect of over-capacity, competition and3.Currently, there are very positive trends concern-
HMOQO'’s on costs that are questionable and overlookhg Maine’s uninsured. The percentage of Maine's
such explanations as the percent of a provider’s clichildren that are uninsured has declined from 16
ent base that is on Medicaid and Medicare, case mipgercent in 1995 to 5.9% in 1999, placing Maine
and differentials in Medicaid wage indices. To dateamong the top four states in the nation in terms of
there is not enough analysis to legitimately set fortlthild coverage. The percentage of overall uninsured
conclusions. has also declined significantly. The general public
is more informed about health care costs, healthy
- There is a staff propensity to include such advoliving, insurance and public subsidies than in the past
cacy terms as “health is a birthright,” “environmen-and appears to be making ever better choices, as are
tal health,” and that “a national, single payer systenproviders and payers. The system appears to be
may be the only approach that will work to controlimproving.
costs.” These positions were not fully addressed or
resolved by the commission. 4.There is little evidence that health care costs as a
percent of the gross state product (at about 14%)
In general, it is a minority belief that recommendedshould decline. However, there is considerable evi-
policies of the report fall well outside the charge todence that partially funded federal mandates, state
the commission, at best, and could exacerbate thegulations and policies, and an array of “soft money”
very cost problem the commission was establishedrganizations and the vested interests of the status
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guo providers and payers, have collectively mad8.Seek Maine’s fair share of Medicare funds and
change in the direction of a cost effective, consumeapply it, first and foremost, to adequate reimburse-
based market driven system very difficult. ment levels. The goal should be to reduce provider

cost shifting and, hence, reduce insurance premiums
POLICY RECOMMENDATIONS FOR to non-Medicare/Medicaid consumers. This Med-
STABILIZATION OF HEALTH CARE icaid shortfall may be as high as $100 million.
COSTS IN MAINE

I MARKET FORCES

| HEALTH CARE PREMIUMS _ _
Background: Barriers to entry for health providers

Background: Lower income and elderly consum- €Xist at all levels in Maine. The resulting collective
ers benefit from Medicare and Medicaid but reim-nefficiencies are significant. Each barrier, however,

bursement levels are largely below provider costdas a strong constitqency and ves_ted interest; hence,
Large employers have negotiated very competitivéhe array of constralnts-on-trade_ is often presented
services. That leaves individuals and small busil" the guise of consumer protection.

nesses as the residual consumers. The resulting eco- _

nomics dictate that providers therefore must load ug2licies to Reduce Constraints-on-Trade

these “residual consumers” with most of the over- N

head costs. This drives up premiums to a point wherb Eliminate the Certificate-of-Need process. It has
the lower income self employed and employees of@Ied in Mr_:une; it stifles innovation, limits competi-
small firms are priced out of the market. These untion, restricts entry, and discourages creativity.
insured/under-insured consumers may go withougréater Lewiston/Auburn has the same population
care and/or go to hospital emergency rooms for cha@S Rochester, Minnesota (75,000) yet there is little
ity service which hospitals are required to provide doubt Maine’s CON process would never allow a
These hospital charity costs are then passed on ¥ayo Clinic. Direct and indirect costs of the CON
individual policyholders and small businesses in th@rocess are significant. If CON is eliminated, it is
form of yet higher premiums. One solution is tod@lso critical to eliminate such manqlates as charity
take steps to help make the market work more effe&are/24 hour care that have historically accompa-
tively by more closely tying costs to benefits for theNi€d CON approval or cost inequities will occur.
paying and charity consumer alike.

5.Enact “all qualified clinical provider” legislation.
Policies to Stabilize Health Insurance Costs For each consumer's clinical need, Maine should
and Reduce Cost Shifting remove regulatory and other barriers to provision of
such services by the least expensive “qualified” ser-

1.Establish a state personal income tax credit or d&iC€ provider be it nurse practitioner, medical assis-
ductions for the purchase of high deductible catal@nt or whomever. For example, only Anthem will
strophic insurance, targeted to those most in neefimburse many allowed nurse practitioner services
The goal is to use incentives, not prescriptive med€ndering it difficult for an N.P. to establish a free
sures, to help consumers meet their greatest insufi@nding rural practice. Harvard Business School

ance need. This would make insurance more afforcitudies and economic principles suggest that such
able to at least one segment of the uninsured.  artificial barriers to entry are a major cause of health

cost inflation and lack of access in rural areas.

2.Eliminate the single insurer policy for public em- _ _ o
ployees and replace it with a federal-employee styl§-Enact “consumer protection” licensor legislation.
array of choices thereby establishing a large insurln€re is evidence that the licensing process in Maine
ance pool for competitive insurance plans. This neWas evolved into a “professional-protection” system
markets will attract insurers. The goal is to create EAther than a system to “encourage entry” and “con-

greatly expanded individual insurance market, proSUmer protection.” A comprehensive sunset review
mote competition and economies of scale. of all state licensing statutes and regulations related
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to health care is recommended for consideration. oversight council. The minority report would prefer
further consolidation.

7.Enact “constraint-of-trade” review legislation.

State laws, regulation and practices are rift with arPolicy Recommendation in the Area of Effi-

tificial barriers to competition and entry. To illus- ciencies

trate:

9.The state should consider significant health agency
- the state offers education loan forgiveness to vetonsolidation and overhaul of its health responsibili-
erinarians but not to nurse practitioners and physiies. Areas for consideration:
cians’ assistants in shortage areas. A. The state should consider having Medicare/Med-
- medical assistants may report to physicians but négtaid administered by a neutral third party much as
to qualified nurses and may not carry out such duFAME administers student loans. The goal would
ties as making beds in hospitals without redundartte to build a firewall between allocation and advo-
CNA qualifications. cacy.
- new regulations offer dentists in shortage areaB. Basic data collection should be centralized in an
loan forgiveness but only if they agree to provideexisting central planning function such as the State
“free” service, a policy which favors salaried pub-Planning Office. The goal is to “mainstream” here-
lic-clinic dentists over fee-based private dentists. tofore isolated and non-comparable health and de-
- physicians and nurse practitioners are limited irmographic data.
their ability to develop partnerships, as they are “un€. While Maine has done a good job consolidating
like-professions.” health departments and bureaus, boards and com-
missions should undergo a sunset review with a view
8.De-massification of health care. While Maine isto consolidation. This could be mandated by legis-
fairly progressive, there are barriers to telemedicindation or encouraged through an informal Governor’s
mobile health services, non-traditional (often un-reKitchen Cabinet for Health not unlike the Kitchen
imbursed) services, especially in rural areas wheré&abinet for Children.
isolation magnifies the cost of traditional service. The
state should be proactive in establishing incentivd0. A comprehensive review of opportunities for cost
rather than prescriptive legislation/regulation thatfficiencies should be undertaken. Areas showing
would minimize barriers-to-entry for decentralizing promise include:
technologies, especially for rural Maine. FAME styleA. Protocols for standardizing the way uniform bill-
loan guarantees and/or subsidized loans should lieg forms are filled out with a focus on U.B. 92 forms
considered as an incentive for investment in nevospitals fill out for insurers and the federal HCFA

technology. 1500 Uniform billing procedure.
B. Protocols and incentives to replace pre-certifi-
Il EFFICIENCIES cation with post-certification by insurers for approved

providers. For example, addressing this issue could
Background: There is a wide array of governmentbe a positive consideration in bids for state insurance
agencies, licensing boards, commissions and otheontracts.
guasi-government entities with health care responc. Develop standardized application procedures for
sibilities and/or interests. There is limited formalstatewide approval for practice privileges and uni-
interface between these groups. There are separdtem credentialing. Such standardization does not
data collection efforts, limited standardization oflimit a hospital or clinic’'s right to withhold privi-
procedures, challenges of redundancy and overlafeges but it could reduce bureaucratic obstacles in
Much of the public session input to the commissiorthe process.
was lobbying for contracts and more funding for
planning, analysis, data collection and staffing rather
than cost relief for consumers. The majority report
addresses this by proposing the addition of a new

55



Minority Report

IV LONG TERM COMPLEX STRUCTURAL 14. Pricing Information. Legislation should be en-
CHANGES acted and some funding should be made available to
industry associations to establish a voluntary, formal,
The State of Maine should consider a strategic longret understandable, pricing disclosure system for
term objective of moving towards a consumer based:onsumers. Failure by the providers and payers to
market driven health care insurance system as a praehieve such a standardized disclosure system could/
totype for the nation. Atthe heart of the transformashould lead to a government action to do the same.
tion would be very difficult but worthwhile shifts
including, but not limited to: 15. Medicaid Reimbursement. Under-reimburse-
ment in Medicaid appears at the root of cost shifting
11. Elimination of tax deductions for health insur-in Maine. Medicaid can be improved with no in-
ance premiums for corporate income tax but only itrease in funding. The state should mandate that
there is a concurrent revenue-neutral shift of resporiedicaid reimbursement cover what the state deems
sibility and resources to the consumer. Since corpde be reasonable direct costs of service, adding funds
rations usually have community rating policies, curwhere too little reimbursement is currently available,
rent employees have very diverse health benefitgutting back on marginal consumers if that is the
Those diverse levels of benefits would probably havenly way to achieve at least “minimal reimburse-
to be passed on to individuals at the outset to avoighent.” The entire administration of Medicaid in
adverse selection and the transferred funds wouldlaine needs an in-depth review. In Maine, Medic-
probably have to be used for insurance. Federalid expenditures exceed $800 million. This does
ERISA regulations must also be addressed. A taghot imply there are known problems but rather its
force to address such a potentially bold solutiomapid growth and sheer size needs to be assessed and
should be established. rationalized for the citizenry’s peace of mind.

12. The practice of mandated charity obligations for
some but not all health providers creates massiv8igned by:
cost equity distortions and should be phased out con-

current with direct consumer-based-assistance cenpa_-"%ﬁ{w“ November 15, 2000
tered on consumer need and responsibility. William H. Beardsley Date

Finally, the market works best when information and

price signals are available. Too much information,

however, especially if mandated, can be counter pro-

ductive and add expense. If one were to use tobacco

settlement money to collect information that would

most likely improve the functioning of the market,

that investment could well be for much needed epi-
demiological studies.

13. Epidemiological Studies. The state should es-
tablish and annually update a detailed epidemiologi-
cal report that is geographical, socio-economical, and
demographically specific. It should be produced
independently of any advocacy agency or group and
must be of sufficient quality to provider, payer and
public policy interests to be useful in substantive de-
cision makers. The State Planning Office, as a can-
didate for this work, offers many advantages as it
also collects, analyzes and reports on non-health data.
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Appendix A
Cost Profile Technical Notes and Tables

Table 1
Summary of Estimated 1999 Personal Health Expenditures in Maine

for populations whose primary insurance is:

Medicare Medicaid Dual Eligibles | Private Insurance Uninsured Total
Population 173,333 138,420 37,667 746,180 165,440 1,261,040
Subtotal Adjusted
Hospital Care $ 427,977,317 | $ 298,452,056 | $ 150,043,097 [ $ 741445832 |$ 115,073,252 | $ 10,073,252 | $1,627,991,554
Physician Services $ 189,085,161 |$ 33683403 ($ 43,568,947 |$ 496228250;% 77,015,199 |$ 38,507,600 |% 801,073,361
Other Professional Services $ 34434350{% 66,053356|% 16,637,368 |$ 102,270,755 (% 15,872,540 % 7,936,270 | % 227,332,099
Home Health Care $ 57,970,935|% 61810456 (% 111,012,353 (% 11,259,474 | $ 1,747,483 | $ 1,310,613 | $ 243,363,830

Drugs & Other Medical Non-Durables | $ 87,174,548 | $ 55,306,164 | $ 71,941,979 [ $ 223,854,000 | $ 34,742,400 $ 34,742,400 | $ 473,019,091

Vision Prod & Other Med Durables $ 61,299,376 (% 7,504,189 | $ 15741932 (8 35,099,270 | $ 5447447 |$ 4,085585($ 123,730,352
Nursing Home Care $ 95947810 8% 129,894,304 ([ $ 292,722,168 { $ 1,909,941 | $ 296,425 | $ 222319 | $ 520,696,543
Other Personal Health Care $ 24,392,051 1% 100639,418}% 51,175129|3% 131,815035(% 20,457,846 ($ 10,228,923 [ $ 318,250,557
Sub Total $ 978,281,549 | $ 753,343,346 | $ 752,842,973 | $ 1,743,882,558 | $ 270,652,592 | $ 107,106,961 | § 4,335,457,386
Insurance Payer Administration $ 21247130 $ 51428821 |% 40592255|% 257,073,8701% - $ - $ 370,342,075
Total $ 999,528,678 | $ 804,772,167 | $ 793,435,227 | $ 2,000,956,428 | $ 270,652,592 | $ 107,106,961 | $ 4,705,799,462

-Pct of ME GDP 13.9%

-Pct of US GDP 12.3%

NOTE: For Uninsured, two amounts are reported. "Subtotal" represents the estimated personal health expenditures for this population. The "Adjusted"
amounts are the estimated, out of pocket payments made by this population. The difference between these two amounts are the estimated
charity and bad debt, implicitly included in the expenditures of other population groups (particularly the Privately Insured), is $163,545,631.

In order to avoid double counting, The Total for the entire population inciudes the Adjusted amount for the Uninsured.

Technical Notes for Table 1

1.1 Total population for Maine provided by State 1.2  Personal health expenditures for persons prin-
Planning Office, Richard Sherwood, July 25, 2000cipally covered by Medicare are based on 1997
including estimated undercounts. Medicare populaMedicare claims data for Maine as reported by the
tion based on 1999 AARP repoRgeforming the Muskie School, August 30, 2000. The data were
HealthCare Systerand reduced for number of dual trended to 1998 based on national trend rates by ser-
eligible persons. Medicaid only and dual popula-vice category (HCFA website, June 2, 2000). No
tion based on 1999 client-count reported by Muskigncreases were projected for 1999, based on prelimi-
School, August 30, 2000. Privately insured populanary and aggregate reports as to the impact of the
tion based on 1998 EBRI study reporting that 68.8alanced Budget Act. The claims estimates were
percent of non-elderly persons in Maine had employincreased for out-of-pocket expenses based on data
ment-based coverage (website, EBRI). in the March 2000 MEDPAC Report to the Con-
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gress: Medicare Payment Policy , “Out of pocketBecause Coalition members represent principally
spending on health care by category for all benefitarge employers in Maine, an adjustment was needed
ciaries, 1992-1996, adjusted for inflation” (page 41)for small employers. The 1997 Medical Expendi-
These data were trended to 1999 and inflated. Redre Panel Survey (MEPS website) reported that 45
sulting amounts were allocated to the reported sepercent of Maine employees receiving insurance
vice categories based on a consensus of the Datgere employed in firms of less than 50 employees.
Advisory Group. These national estimates werdBased on discussions with Bureau of Insurance, it
adjusted to Maine based on ratio of per capita Maineras estimated that health insurance costs for small
personal health expenditures (EBRI Health Benefitgroups are 25 percent greater (R. Diamond, personal
Databook, 1 Edition, Wash. D.C. 1999, pg. 21) for communication, August 11, 2000). Based on these
1993 (by service category) to the US (HCFA websitedata, a weighed average was calculated for large and
July 11, 2000). Per capita amounts were multismall employers. This amount was reduced by 25
plied by the Medicare population in Maine to deter-percent, representing average employee share of pre-
mine total expenditures. HCFA estimates adminismium expenses in 1998 (EBRI Databook, ibid.) and
trative expenses to be 3.2 percent of claims (HCFAgrossed up 63 percent reflecting the amount of total
OACT, August 1998). health expenditures covered by private insurance in
1998 (EBRI Databook, ibid.) Completion factors
1.3 Medicaid Paid Amounts and Patient Liability for personal health expenditures outside of those
for calendar year 1999 provided by the Muskiecovered by insurance were based on a consensus of
School, August 30, 2000 in specified service catthe Data Advisory Group. Finally, personal health
egories. Drug expenditures reduced 2.1 percent faxpenditures foDrugs and Other Medical Non-
rebate, based on rebate history for state fiscal ye&urable Serviceswere based on a separate analy-
1998 and 1999 (State Medicaid Report). Third-partysis (G. Nalli, personal communication, May 2000).
liability costs were not removed, since they are le-
gitimate expenditures of this population. Combinedl.6 Insurance Payer Administration was esti-
state and federal administrative costs for the Medicmated based on filings made with the Maine Bureau
aid program is estimated to be 6.5 percent of claimef Insurance by major HMO and indemnity carriers
(personal communication, HCFA, 8/00). Thatproviding insurance coverage for 370,000 persons,
amount is reduced slightly by including out-of- for the calendar year ending 12/31/99 (G. Griswold,
pocket expenditures in the denominator to calculaté/14/00). Given very significant administrative lev-
the percentage of total personal health expendituresls in 1999—related in part to reorganization by some
companies—an average of 1998 and 1999 levels was
1.4 Medicare, Medicaid and out of pocket personalised.
health expenditures for dual eligible beneficiaries
were calculated as described above in notes 1.2 aidd7 It is estimated that personal health expendi-
1.3 except that out of pocket expenditures related ttures forUninsured approximate 70 percent of the
Medicare coverage was not included. Only patienexpenditures foPrivate Insurance(Long, S.H. and
liability expenses associated with the Medicaid proMarquis, M.S. “The Uninsured Access Gap and the
gram were included. Cost of Universal Coverage”, Datawatch, Health
Affairs, Spring 1994, pp. 211-220). That factor was
1.5 Except for that about drugs and other medicatonsistently applied across all service categories.
non-durable services, private insurance data arBesultant amounts were reduced for bad debt and
grounded in claims information provided by thecharity. Personal health expendituresHospital
Maine Health Information Center for the twelve- Care were reduced $105 million based on 1999 es-
month period ending September 1999, and for @émates provided by Maine Hospital Association (T.
population of 136,211 employees and dependentButts, personal communication, June 19, 2000).
associated with the Maine Health Management Coaexcept forDrugs and Other Medical Non-Durable
lition (private communication, June 12, 2000). ThoseServicesreductions in the order of 25 percent to 50
data were trended 1.5 percent to a full calendar yeapercent were applied to all other services based on

59



Appendix A

anecdotal information and personal communicationsAssuming a mid point in these estimates and a factor
No bad debt and charity reductions were taken foof approximately 5.65 percent as the difference be-
Drugs and Other Medical Non-Durable Services  tween total personal health expenditures and those
Based on those approximations, the total reductioaxpenditures represented by the identified insurance
in estimated personal health expenditures for thprograms in this study, an amount of $270 million is
uninsured population was 60 percent, an amourdstimated as expenditures related to other payment
noted in the literature (Young, R.A., “Third part fund- activities, such as veterans administration, Indian
ing of health care services for the uninsured ohealth service, public health clinics and the like.
Tarrant County”, Texas Medicine, 95:8, pp. 50-54).

1.9 Gross domestic product for US calculated
1.8 In October 2000, HCFA release an update tbased on data reported at HCFA website, June 6,
its estimates of personal health expenditures, by statt000. Gross domestic product for Maine provided
Comparing comparable categories of expenditureBy Maine State Planning Office (G. Rose, personal
and trending 1998 data to 1999, estimates in thisommunication, August 1, 2000).
study vary by 7.9 percent with the HCFA estimates.

Table 2
Estimated 1999 Health Personal Health Expenditures in Maine
as Compared to US

Medicare Medicaid Dual Eligible Private Insurance Uninsured Total

Annual % Annual % Annual % Annual % Subtotal Adjusted lAnnual Per Person % Distribution.

Per Person Distrib|Per Person Distrib| Per Person Distrib| Per Person Distrib| Ann'l/Per  Pct  Ann'l/Per Pct | Maine US |Maine US

Hospital Care $ 2,469 42.8%|$ 2,156 37.1%|$ 3,983 18.9%|$ 994 37.1%|$ 696 425%|3 61 9.4%|$1291 $1,417 |346% 37.3%
Physician Services $ 1,091 18.9%| $ 243 42%|$ 1,157 55%|$ 665 24.8%;$ 466 285%;$ 233 36.0%|$ 635 $ 853 |17.0% 22.5%
Other Professional Services | $ 199 3.4%|$ 477 82%| $ 442 21%|$ 137 51%|$ 96 59%|$ 48 7.4%|3 180 $ 255 4.8% 6.7%
Home Health Care $ 334 58%|$ 447 7.7%|$ 2,947 14.0%| $ 15 06%| % 11 06%|$ 8 1.2%|$ 193 $ 119| 52% 3.1%
Drugs & Other Med. Non-Dur| $ 503 8.7%|$ 400 6.9%|$ 1910 9.1%|$ 300 11.2%|$ 210 128%($ 210 324%|$ 375 $ 468(10.1% 12.3%
Vision Prod & Other Med Durj $ 354 6.1%|$ 54 0.9%|$ 418 2.0%|$ 47 18%| $ 33 2.0%|$ 25 3.8%|$% 98 $ 51| 26% 1.3%
Nursing Home Care $ 554  9.6%| $ 938 16.1%|$ 7771 36.9%|$ 3 01%|$ 2 01%|$ 1 02%|$% 413 $ 318 [11.1% 84%
Other Personal Health Care | $ 141 2.4%| $ 727 125%($ 1,359 6.4%| % 177 66%|$ 124 76% $ 62 96%|$ 252 $ 127 | 6.8% 3.3%
Sub Total $ 5644 97.9%|$ 5442 936%|$ 19,987 94.9%|$ 2,337 87.2%|$ 1,636 100%|$ 647 100%| $3.438 $3,608 |92.1% 95.0%
Insurance Payer Admin. $ 123 21%{ $ 372 64%|% 1078 51%|$ 345 12.8%| $ 0.0%| $ 0.0%|$ 294 $ 190) 7.9% 5.0%
Total $ 5767 100%|$ 5814 100%|$ 21,084 100%|$ 2,682 100%|$ 1,636 100%|$ 647 100% $3,732 $3,798 | 100% 100%

NOTE: For Uninsured, two amounts are reported. "Subtotal" represents the estimated personal health expenditures for this population. The
“Adjusted” amounts are the estimated, out of pocket payments made by this population. The difference between these two amounts are
the estimated charity and bad debt, implicitly included in the expenditures of other population groups (particularly the Privately Insured)
On a per capita basis, this amount is estimated to be $989.

In order to avoid double counting, the Total for the entire population includes the Adjusted amount for the Uninsured.

Technical Notes for Table 2

2.1 Exceptfor Medicare, annual per-capita expen2.2  Aggregaténsurance Payer Administration
ditures were calculated by dividing personal healtlor the U.S is based on EBRI data (Health Benefits
expenditures for each service category by the popiatabook, 1999, Table 1-2).

lation. Per-capita U.S. expenditures were based on

HCFA data (website, July 11, 2000)
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Table 3
Estimated 1999 Out of Pocket Expenditures for Health Care in Maine

NOTE: Total amounts for Uninsured are estimated to be:

Medicare Medicaid Dual Eligible
Annual % Outof| Annual % Outof| Annual % Out of
Per Person Pocket | Per Person Pocket | Per Person Pocket

Hospital Care $ 2469 109%|% 2,156 0.0%|$ 3.983 0.0%
Physician Services $ 1,001 293%|$ 243 0.0%|$ 1,157 0.0%
Other Professional Services | $ 199 69.5%| $ 477 0.0%| $ 442 0.0%
Home Heaith Care 334 5.4%} $ 447 0.0%|$ 2,947 0.0%
Drugs & Other Med. Non-Dur| $ 503 98.7%| $ 400 0.0%|$ 1810 0.0%
Vision Prod & Other Med Dur | $ 354 450%| $ 54 0.0%| $ 418 0.0%
Nursing Home Care $ 554 58.2%| $ 938 3.7%|$ 7,771 12.3%
Other Personal Heaith Care | $ 141 64.0%| $ 727 0.0%|$ 1,359 0.0%
Sub Total $ 5644 321%|$ 5442 06%| $ 19,987 4.8%
Insurance Payer Admin. $ 123 32.1%| % 372 0.0%|$ 1,078 0.0%
Total $ 5767 321%;$ 5814 06%| $ 21,064 4.5%

Private Insurance
Annual % Out of

Per Person Pocket

$ 994  30.8%
$ 665 39.6%
$ 137 432%
$ 15 30.0%
3 300 40.0%
$ 47  492%
$ 3 29.3%
3 177 56.4%
$ 2337 37.5%
$ 345  37.5%
$ 2682 37.5%

Uninsured
Annual % Out of

Per Person Pocket

Total ifo uninsured
Annual % Out of
Per Person Pocket

$ 61 nfa
$ 233 nia
$ 48 nla
$ 8 nha
$ 210 n/a
$ 25 nla
$ 1 n/a
$ 62 nla
$ 647 nla
$ -

$ 647 nla

$ 1477 17.0%
$ 696 33.0%
$ 200 31.1%
$ 221 27%

400 40.1%
$ 109 37.5%
$ 475 18.6%
$ 281 20.2%
$ 3,859 23.9%
$ 338 27.9%
$ 4,197 24.2%

$ 1,636 Charity and bad debt, implicitly included in the

Total column does not include Uninsured expenditures or population count.

expenditures of other population groups (and particularly the Privately Insured), are estimated to be $989.

Technical Notes for Table 3

3.1 Adjustments to principal insurance payments
discussed above explicitly determined out-of-pocket
expenditures. Those amounts are reported as per-
centages of the total personal health expenditures
for each population group and service category, ex-
ceptUninsured. Because 100 percent of estimated
expenditures are paid by an uninsured individual,
there is no differentiation in out-of-pocket expendi-
tures. As suggested in the footnote, approximately
60 percent of the total expenditures for that popula-
tion are offset by charity and bad debt considerations.
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Table 4
Maine Compared to Identified Benchmark States for 1999

North Dakota Wyoming West Virginia Vermont Maine
Annual Percent Annual Percent Annual Percent Annual Percent Annual Percent
Per Person Distrib | PerPerson Distrib |Per Person Distrib |Per Person Distrib |PerPerson Distrib

Hospital Care $ 1,480 40.9%|$ 1,291 417%|$ 1623 432%|$ 1,208 35.8%|$ 1,347 38.1%
Physician Services $ 790 21.8%| $ 563 18.2%| $ 702 18.7%]| $ 616 18.2%| $ 630 17.8%
Other Professional Services | $ 219 6.0%| $ 248 8.0%| $ 272 7.2%| $ 308 9.1%| $ 265 7.5%
Home Health Care $ 34 0.9%] $ 88 2.8%| $ 122 3.2%| $ 128 3.8%| $ 117 3.3%
Drugs & Other Med. Non-Dur | $ 414 11.4%| $ 397 12.8%| $ 521 13.9%| $ 462 13.7%| $ 440 12.4%
Vision Prod & Other Med Dur{ $ 49 1.3%| $ 48 1.6%| $ 51 1.4%| $ 50 1.5%| $ 45 1.3%
Nursing Home Care $ 477 13.2%| $ 238 7.7%| $ 267 71%| $ 336 9.9%| $ 460 13.0%
Other Personal Health Care | $ 155 4.3%| $ 222 72%| $ 200 5.3%| $ 271 8.0%| $ 233 6.6%
Sub Total $ 3617 100.0%| $ 3,093 100.0%| $ 3,758 100.0%| $ 3,380 100.0%| $ 3,537 100.0%

NOTE: Amounts for Maine vary modestly from earlier amounts, reflecting different methodology used to make State comparisons.
While previous estimates are considered more accurate, state comparisons are better made utilizing similar methodology.

Technical Notes for Table 4

4.1 Basedondemographic and income charactet:2 Personal health expenditures by state were re-
istics, the State Planning Office ranked the forty ningorted in a 1993 HCFA analysis. Per capita expen-
states as to their similarity to Maine, based on delitures were calculated with 1993 population data
mographic and income characteristics (R. Sherwoqgrovided by the US Census (website, July 22, 2000).
to C. Freshley, personal communication, July 13ased on national trends, these data were inflated
2000). The three most similar states were Nortbn a service specific basis to 1999. Adjustments for
Dakota, Wyoming and West Virginia. Because therenter-state expenditures were provided by HCFA and
was interest in comparing another New England stateade on a service-specific basis (personal commu-
to Maine, Vermont was also included. Vermonmication, August 2000). Based on 1999 populations,
ranks seventh to Maine based on this index. total personal health expenditures were calculated
for each state.
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Change in Estimated Personal Health Expenditures in Maine

Table 5

(without Insurance Administration) for Select Years

Note: 1999 is the base year for all the above projections, as adjusted by national trends on a service specific basis. For 1994, 1999 estimates
were reduced by the per capita percent reported in 1999. 1999 per capita estimates were increased by the 2004 percent to project 2004

Per Capitggqll'total (000}

Hospital Care $ 1,130 $1,407,518 14.3%
Physician Services $ 531 $ 661,444 19.6%
Other Professional Services | $ 131§ 163,800 37.1%
Home Health Care $ 154§ 191,917 25.3%
Drugs & Other Med. Non-Dur | $ 236 $ 293,535 59.2%
Vision Prod & Other Med Dur | $ 88 § 110,241 10.9%
Nursing Home Care $ 341 § 425234 21.0%
Other Personal Health Care | $ 161 § 200,507 56.8%
Sub Total $ 2,773 $3,454,197 24 0%

Consumer Price Index: 12.3%

3$

1999
% Chg-PC Per Capita

1,291
635
180
193
375

98
413
252

3,438

Total (000)

$ 1,627,992

$

$

801,073
227,332
243,364
473,019
123,730
520,697

318,251

$ 4,335,457

% Chg-PC Per Capita

27.1%

30.7%

36.9%

35.3%

50.0%

23.5%

25.5%

62.2%

33.5%

2004

$ 1,641
$ 830
$ 247
$ 261
$ 563
$ 121
$ 518
$ 409
$ 4,590

Total (000)

$
$
$
$

$
$

2,111,190
1,068,389
317,451
335,843
723,938
155,947
666,594
526,701

5,906,153

21.8%

24.5%

27.0%

36.0%

38.5%

19.5%

252%

61.4%

29.3%

expenditures. 2004 per capita estimates were increased by the 2009 percent to project 2009 expenditures.
Note: PC means per capita

$
$

L~ R L I

2009
% _Chg-PC Per Capita

1,998
1,034
313
355
779
145
649
661

5,934

Total (000)

$2,642,845
$1,367,369
$ 414,418
$ 469,855
$1,030,696
$ 191,649
$ 858,196

$ 874,183

$7,849,210

Technical Notes for Table 5

5.1 Estimates for 1994, 2004 and 2009 were basegl2  Consumer price index information based on
on national trends reported by HCFA on a servicedata reported by the Bureau of Labor Statistics for
specific basis (website, July 11, 2000). The adjustys (website, July 22, 2000).
ments were applied to the 1999 per capita estimates
for Maine. Population estimates were provided by
the State Planning Office to calculate total expendi-
ture levels (R. Sherwood, personal communication,
July 25, 2000).

The work of the Commission was supported by the Office of the Governor,
the Department of Human Services, and the Department of Professional and
Financial Regulation.
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